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IRELAND: 


All values are in Irish pounds 


Average exchange rate Irish £1 
INCOME, PRODUCTION, EMPLOYMENT 


GNP at Current Prices 
GNP at Constant (1975) Prices 

Per Capita GNP Current Prices 
Private Consumer Expenditure 
Gr. Dom. Fixed Capital Formation 
Indices: 

a. Industrial Production (1973=100) 
b. Retail Sales, Volume (1980=100) 
Labor Force (000) April 

Unemployment Rate (%) (April) 


MONEY AND PRICES 


Money Supply (Ml - Dec) 

Interest Rates: Central Bank - (Dec.) 
Associated Banks 0/D - (Dec.) 

Consumer Price (1975=100) 


BALANCE OF PAYMENTS AND TRADE 


Gold & For. Exch. Reserves (Dec.) 
External Gov. Debt (Dec.) 

Current Account (-) 

Balance of Trade (-) 

Exports 

US Share (%) 

Imports 

US Share (%) 


Year 
1981 


$1.62 


1473m 
3794m 
1389m 
1800m 
4775m 
6.4 
6575m 
41.7 


KEY ECONOMIC INDICATORS 


Year 
1982 


$1.42 


11796m 


4480m 
3387 

7490m 
3177m 


133.7 
93.8 

1283 
10 a 


1594m 
5290m 
1041m 
1124m 
5688m 
7-1 
6816m 
12.9 


Year 
1983 


$1.25 


13193m* 
4480m* 
3743* 
8007m* 
3092m* 


142.7 

90.1 
1300 

13.8 


1851m 
12.25 
12.75 
292 


2015m 
6720m# 
400m* 
427m* 
6936m 
8.1 
7355m 
14.7 


% Change 
1982/83 


Main US Exports to Ireland (according to Irish trade statistics 1983): 
office machines and automatic data processing equipment (IR£347m); 
miscellaneous 


electrical machinery, apparatus and appliances (IR£122m); 


manufactured articles (IR£57m); 
(IRE49m) ;5x 


feeding stuff for animals (primarily soya) 
professional, scientific and controlling apparatus (IR£47m). 


Main US Imports from Ireland (according to Irish trade statistics 1983): 


office machines and automatic data processing equipment (IR£58m); 


(IR£54m) ;sX 
chemicals (IR£50m); 


# Estimate; m - million; 


# September 1983. 


electrical machinery, apparatus and appliances (IR£53m); 


beverages 
organic 


miscellaneous chemical materials and products (IRf£44m). 





SUMMARY: 


Ireland, sharing Western Europe's economic malaise, suffered its- third 
successive year of negligible growth in 1983. Both consumption and 
investment declined during the year, and unemployment climbed to over sixteen 
percent of the work force by year-end. 


On the positive side of the ledger, significant improvements took place in 
the economy's structural balance. The balance of trade and payments improved 
sharply, thanks to export growth of about ten percent in real terms and 
import growth of less than three percent. Growth of manufactured exports was 
particularly strong. The government budget deficit was reduced from sixteen 
percent of GNP to thirteen percent. Inflation continued to fall: consumer 
prices rose on average seventeen percent in 1982 but less than eleven percent 
in 1983. 


With United States economic recovery well under way by the opening of 1984, 
and increasing signs that a modest recovery is spreading in Europe, prospects 
for the Irish economy have improved moderately. Most forecasters predict 
real GNP growth of two percent or more for 1984. Growth will be led by 
continued strong expansion of manufactured exports. Personal consumer 
spending should recover slightly after real drops in the preceding years. 
Government investment will fall but private investment should at least 
stabilize and perhaps grow a bit. Inflation should continue to decline. 

This limited recovery will create few new jobs for Ireland's young and 
growing work force, so unemployment will continue to rise. 


The Irish Government, despite recessionary conditions, followed deflationary 


budget policies in 1983 to contain its large fiscal deficit. The 1984 budget 
is more nearly neutral -- nominal government borrowing may increase slightly, 
but should fall a bit as a percent of GNP. The current Government, following 
reviews of industrial policy, is expected to introduce medium term planning 
documents in mid-1984. 


United States-Ireland trade thrived in 1983. U.S. exports to Ireland grew by 
13 percent, to $1.1 billion (f.a.s. - source: U.S. Department of Commerce). 
The largest and fastest growing categories of U.S. exports were computers and 
related electronics and components. Capital goods, chemicals, and animal 
feedstuffs were other major items. 


The Irish Government continues to vigorously encourage American inward 
investment., Although 1983 was a slow year for new foreign investment, the 
flow should pick up again as the world economy strengthens. In addition to 
governmental incentives, Ireland's location within the European Community and 
the availability of a well-trained English-speaking work force continue to be 
attractive to American investors. 
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I. CURRENT ECONOMIC TRENDS IN IRELAND 


A) 1983 -- Another Year of Recession: Real Gross National Product (GNP) 
remained virtually unchanged in Ireland in 1983 as the country endured its 
third year of recession. Under the influence of tight fiscal policies 
designed to reduce the very large deficit in government finances, personal 
consumption fell by three percent in real terms and investment fell about 
nine percent. Only a very strong export performance, achieved despite the 
general stagnation in world trade, kept the economy from actually contracting. 


Export growth was led by an estimated thirteen percent expansion of the 
volume of industrial exports. Exports of office machinery and automatic data 
processing equipment grew over fifty percent in current value, to 960 million 
Irish pounds. The volume of imports grew by less than three percent in 1983, 
reflecting weak domestic consumption and investment. The terms of trade also 
shifted about three percent in Ireland's favor. As a result of these 
developments, Ireland's balance of trade deficit fell by almost two-thirds, 


to 427 million pounds, and the current account balance mirrored this 
improvement. 


Manufacturing output grew somewhat erratically during 1983, with average 
output for the full year expected to be about five percent above 1982. 
Sectoral performance was very uneven, with the more modern and 
export-oriented sectors of the economy expanding well while more traditional 
sectors such as textiles, clothing and footwear stagnated or fell off. 


Gross agricultural output grew by some three percent in 1983, led by a 7.5 
percent rise in milk production. Net agricultural output increased only 
about one percent, largely because poor weather early in the year caused 
farmers to use more feedstuff for their livestock. 


Net agricultural incomes rose, in real terms, about one percent but non-farm 
disposable incomes failed to keep pace with inflation. Total real personal 
disposable income fell by almost two percent; this, taken together with an 
apparent rise in the savings rate, resulted in a drop in real personal 
consumption of over three percent. 


The volume of investment fell almost nine percent, with both public and 
private capital spending falling sharply. Both machinery and equipment and 
building and construction fell, and the construction industry in particular 
is now deeply depressed. 


Inflation continued to fall in 1983. The consumer price index was on average 
10.6 percent higher in 1983 than 1982, compared to a 17 percent rise in 
1982. Despite this improvement, the inflation rate remains above the average 


rate for OECD countries (5.5 percent in 1983, with a similar forecast for 
1984). 
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Unemployment continued to grow steadily in 1983, although the annual rise in 
the unemployment register was slower than in 1982 (30,000 v. 40,000). 
Ireland has a young population and a labor force growing by 1.5 percent per 
year -- a high rate for a relatively developed country. Employment in 
agriculture, and in a number of older industries, is falling steadily, and a 
hiring freeze is in effect in the public sector. Newer industries and 
nongovernmental services have fallen far short of filling the employment gap 
over the past several years. As of January 1984, the unemployment rate by 


European Community calculation was seventeen percent -- the highest in the 
Community. 


B) Some Improvement in 1984: With the Irish economy in better structural 
shape, and recovery spreading from the United States to other developed 
countries, the Irish economy appears poised to resume modest growth in 1984. 
Most forecasters are predicting real GNP growth in the range of 1.8 - 2.8 
percent. Export gains of a magnitude similar to last year's ten percent real 
growth should provide the main stimulus to the economy. The volume of 
imports may grow a bit faster -- perhaps by six percent -- as personal 
consumption and private investment recover modestly. 


The 1984 Budget aims for a government deficit almost identical to that of 
1983 (a slight reduction in relation to GNP). Current government expenditure 
is budgeted to rise by over eleven percent, with service of government debt 
the fastest growing component (interest charges on foreign-held government 
‘debt now equal some six percent of GNP, creating a significant drag on the 
economy). Current revenues should increase by over thirteen percent; most 


of the revenue increase will come through natural bouyancy and a failure to 
fully adjust income tax rates for inflation, rather than the large tax 
increases of 1983. Public capital spending will be little changed in nominal 
terms. While this budget is still modestly deflationary, it is less severe 


than assumed by many forecasters who had expected further efforts to reduce 
the current budget deficit. 


Inflation should decline further. Both the consumer price index and the GNP 
deflator are expected to rise about eight percent. The weakening of the 
dollar against the Irish pound and other currencies of the European Monetary 
System which has been widely predicted for 1984 should on balance be a 
positive development, lowering the cost of energy and raw material imports 
and of debt servicing. 


Widespread wage negotiations which will take place in 1984 introduce a note 
of uncertainty. The high level of unemployment, and Irish Government 
determination to press for wage moderation, should keep down the rate of 
labor cost increases. Expected growth of output, even if combined with great 
wage restraint, will result in only limited new job creation. The level of 
unemployment will continue to rise in 1984, although hopefully the rate of 
increase will slow further. 
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The Irish Government has promised to publish both a new industrial policy and 
a medium-term economic plan this year. Both exercises are likely to produce 
shifts of emphasis and more clarity of approach rather than basic changes. 
The industrial policy document may recommend more emphasis on promoting 
indigenous industry, but the welcome mat will remain for foreign investors. 
Neither document is likely to affect developments very much in 1984, but they 
should be helpful for medium-term projections. 


Petroleum exploration, which has been going on for a number of years in 
offshore waters with no commercial finds, generated excitement in 1983 when a 
well drilled by Gulf Oil in shallow, easily accessible waters of the Celtic 
Sea showed significant oil traces. An appraisal well was abandoned in early 
1984 after finding no oil, but the search will go on with as many as ten 
wells to be drilled this year. 


II. IMPLICATIONS FOR THE UNITED STATES 


A) U.S. Exports to Ireland Show Strong Growth: Ireland was one of the few 
European countries to increase imports from the United States in 1983. 
Exports from the United States to Ireland grew by thirteen percent, to $1,115 
million. The U.S. share of the Irish import market grew by two percent, to 
almost fifteen percent. With total imports expected to grow faster in 1984, 
opportunities for U.S. exporters remain attractive. 


U.S. exports to Ireland are becoming increasingly dominated by sales to the 
export-oriented and rapidly growing computer and electronics industries. 

Many of the manufacturers in Ireland are owned by American firms. A third of 
1983 Irish imports from the U.S. were in the broad tariff category of "office 
machines and automatic data processing equipment." An additional twelve 
percent of imports consisted of electrical machinery, apparatus and 
components: the largest subgroups in this category were various electronic 
components. Sales opportunities across the whole range of computer and 
electronic equipment and components should continue to grow rapidly with the 
expected continued growth of these Irish industries. 


There are a number of other industries in which American- and other 
foreign-owned firms manufacturing in Ireland offer good sales prospects for 
various raw materials and intermediate products and for capital equipment. 
These firms generally sell to the entire European Community and in many cases 
to other European and eastern hemisphere markets, so their output depends on 
wider economic developments rather than the performance of the Irish 

economy. Foreign-owned firms are concentrated in such industries as health 


care, pharmaceuticals and chemicals, instrumentation and light engineering in 
addition to computers and electronics. 





American products enjoy a good reputation in Ireland. While the many 
American-owned firms are especially familiar with and receptive to American 
products, many other Irish businessmen have also worked or studied in the 


United States. The existence of a common language is also an aid to sales 
efforts. 


The challenge to U.S. exporters is complicated by the continuing strength of 
the dollar, which in early 1984 reached a historic high of $1.10 equals one 
Irish pound. Ireland is a member of the European Monetary System, and the 
exchange rate of the Irish pound has remained much more stable against other 
EMS currencies, and the British pound, than against the dollar. 


The Irish Government maintains a large program of public investment -- the 
capital budget exceeds $2 billion for 1984 -- which provides many sales 
opportunities. Several large investment programs, especially in 
telecommunications and coal-fired electricity generation, are now in an 
advanced stage, but: there are on-going opportunities in transport, 
telecommunications, energy development, and other areas of infrastructural 
developmert. The medium-term economic plan to be published later this year 
should clarify future investment priorities. 


On the agricultural front, animal feeds (especially soybean meal) are the 
most important U.S. farming exports to Ireland. Market opportunities for 


consumer food items, including American wine, should be good in the longer 
term. 


B) Encouragement of Foreign Investment Remains Strong: Successive Irish 
governments have strongly encouraged foreign investment. More than 300 
American firms have begun manufacturing projects in Ireland since 1960 and 
the number continues to rise. A number of U.S. banks and service companies 
are also represented. U.S. investors are prominent in a wide variety of 
industries, including pharmaceuticals, electronics, engineering and textiles, 
and in non-manufacturing areas such as banking and hydrocarbon exploration. 


Many U.S. businessmen find Ireland an attractive location within the European 
Community customs area in which to manufacture for the EC market. Political 
stability, the availability of a well trained, English-speaking workforce and 
relatively low wage costs have also been important factors. The government 
has actively sought to attract export-oriented foreign industrial investors. 
An imaginative financial incentive program includes capital grants and a 
corporate income tax of only 10 percent for manufacturing firms. Although 
industrial policy is currently under review, which could lead to some changes 
in specific programs, the package of grants and tax incentives provided to 
foreign investors by the Industrial. Development Authority will remain 
generous. 





Most foreign investors, especially U.S. firms, have experienced relatively 
little time lost due to in-house strikes. Strikes in key service sectors 
have occasionally proved disruptive. For a decade prior to 1981, labor 
relations were largely conducted within the framework of a National Wage 
Understanding, negotiated annually in a tripartite format by representatives 
of labor, employers, and government. This system broke down in 1981 and wage 
negotiations have reverted in most cases to the level of the individual 

firm. Although there were some fears that this would lead to an upsurge in 
labor unrest, this has not happened and days lost to strikes have in fact 
been at a low level in 1982 and 1983. 


% U.S. GOVERNMENT PRINTING OFFICE: 1984- 421-007:620 
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